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Government obligations, except that, 
when so authorized under such proce-
dures, all assignments shall be made in 
blank. 

(b) Delivery to bond official; receipt. All 
deliveries of definitive Government ob-
ligations from the obligor to the bond 
official under this part shall be made 
at the risk and expense of the obligor. 
Upon receipt of definitive Government 
obligations, the bond official will issue 
the obligor a receipt. 

(c) Risk of loss; safekeeping. All defini-
tive Government obligations held by 
the bond official will be held at the 
risk of the bond official. The bond offi-
cial will keep safe all definitive Gov-
ernment obligations and may place 
them with a custodian. 

(d) Delivery to custodian; receipt. If the 
bond official is in receipt of definitive 
Government obligations, and then 
places those obligations with a custo-
dian, the expense and risk of loss in de-
livery will rest with the bond official. 
Upon the placement of definitive Gov-
ernment obligations with a custodian, 
the custodian will issue the bond offi-
cial a receipt. All definitive Govern-
ment obligations held by the custodian 
will be held at the risk of the custo-
dian. 

(e) Conversion to book-entry. (1) Treas-
ury bonds, notes, certificates of indebt-
edness, or bills deposited with a Fed-
eral Reserve Bank under this part may 
be converted into book-entry Treasury 
obligations in accordance with part 306 
of this title, and the pertinent provi-
sions of that part shall apply to such 
Treasury obligations. 

(2) When converting definitive Gov-
ernment obligations to book-entry 
form, a Federal Reserve Bank will act 
pursuant to, and in accordance with, 
book-entry procedures for issuers that 
apply to the definitive Government ob-
ligations pledged to the bond official’s 
agency, including those set forth in 
part 306 of this title.

§ 225.6 Payment of interest. 

(a) General. Except as otherwise pro-
vided in this section and § 225.7(b), in-
terest accruing upon Government obli-
gations pledged to a bond official’s 
agency in accordance with this part 
will be remitted to the obligor or a de-

positary acting as agent or sub-agent 
for the obligor. 

(b) Default. If the bond official deter-
mines that the obligor has defaulted, 
the bond official will retain any inter-
est accruing upon Government obliga-
tions pledged to the bond official’s 
agency or direct the custodian, in ac-
cordance with this part, to retain such 
interest. Unless otherwise provided by 
law, such interest will be available to 
satisfy any costs incurred by the 
United States related to the default, 
and any excess proceeds will be avail-
able to satisfy any other claim of the 
United States against the obligor.

§ 225.7 Custodian duties and respon-
sibilities. 

(a) General. A custodian shall authen-
ticate instructions received from a 
bond official and shall act in accord-
ance with such authenticated instruc-
tions. The custodian assumes no liabil-
ity and is without liability of any kind 
for acting in accordance with such au-
thenticated instructions, except for the 
custodian’s failure to exercise ordinary 
care. By providing a bond secured by 
Government obligations in lieu of a 
bond with surety or sureties, an obligor 
agrees not to hold either the custodian 
or the Secretary liable or responsible 
for the actions or inactions of a bond 
official or for carrying out a bond offi-
cial’s authenticated instructions. 

(b) Interest. Absent authenticated in-
structions from the bond official to re-
tain interest, interest received by the 
custodian on Government obligations 
pledged to the bond official’s agency in 
accordance with this part will be re-
mitted in the regular course of busi-
ness to the obligor or to a depositary 
acting as agent or sub-agent for the ob-
ligor. 

(c) Principal. Absent authenticated 
instructions from the bond official to 
retain the proceeds of matured Govern-
ment obligations, a custodian will re-
lease to the obligor proceeds from ma-
tured Government obligations only if 
the obligor has deposited Government 
obligations acceptable under 31 U.S.C. 
9301, as amended, in substitution for 
those which have matured. 
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(d) Liquidation of Government obliga-
tions. A custodian will collect, sell, as-
sign, or transfer Government obliga-
tions, including any interest there-
from, only in accordance with a bond 
official’s authenticated instructions. 

(e) Application of proceeds of liquidated 
Government obligations. A custodian will 
apply the proceeds from the collection, 
sale, assignment, or transfer of Govern-
ment obligations only in accordance 
with a bond official’s authenticated in-
structions.

§ 225.8 Bond official duties and re-
sponsibilities. 

The bond official’s duties and respon-
sibilities are as follows: 

(a) Approving the bond secured by 
Government obligations after deter-
mining its sufficiency; 

(b) Verifying ownership of any reg-
istered definitive Government obliga-
tions given, and ensuring that those 
Government obligations are properly 
assigned; 

(c) Approving establishment of a 
book-entry account for the benefit of 
the bond official; 

(d) Providing the custodian, when ap-
propriate, with clear and concise in-
structions; 

(e) Taking all reasonable and appro-
priate steps to ensure that all proce-
dures or transactions conform with the 
provisions of this part; and 

(f) Notifying the Secretary of the 
Treasury, or his designee, upon an obli-
gor’s default, and, unless otherwise 
provided by law, applying any part of 
the proceeds in excess of the amount 
required to assure payment of any 
costs incurred by the United States re-
lated to the default to satisfy any 
claim of the United States against the 
obligor.

§ 225.9 Return of Government obliga-
tions to obligor. 

(a) General. Except as provided in 
paragraph (b) of this section or as oth-
erwise provided in this part, the bond 
official will return the Government ob-
ligations, and any interest retained 
therefrom, to the obligor, without 
written application from the obligor, 
when the bond official determines that 
the Government obligations are no 

longer required under the terms of the 
bond. 

(b) Miller Act payment bonds. The bond 
official will not return Government ob-
ligations to an obligor who has fur-
nished to the bond official a payment 
bond if: 

(1) A person, who supplied the obligor 
with labor or materials and whom the 
obligor has not paid, files with the 
United States Government the applica-
tion and affidavit provided for in the 
Miller Act (Act), as amended (40 U.S.C. 
270a–270d), and the time provided in the 
Act for the person to commence suit 
against the obligor on the payment 
bond has not expired; or 

(2) A person commences a suit 
against the obligor within the time 
provided for in the Act, in which case 
the bond official will hold the Govern-
ment obligations subject to the order 
of the court having jurisdiction of the 
suit; or 

(3) The bond official has actual 
knowledge of a claim against the obli-
gor on the basis of the payment bond, 
in which case the bond official may re-
turn the Government obligations to 
the obligor when the bond official 
deems it appropriate. 

(c) Claim of the United States unaf-
fected. Nothing in this section shall af-
fect or impair the priority of any claim 
of the United States against Govern-
ment obligations, or any right or rem-
edy granted by the Miller Act or by 
this part to the United States in the 
event of an obligor’s default on any 
term, condition, or stipulation of a 
bond. 

(d) Return of definitive Government ob-
ligations; risk of loss. Definitive Govern-
ment obligations to be returned to the 
obligor will be forwarded at the obli-
gor’s risk and expense, either by the 
bond official, or by a custodian upon 
receipt of a bond official’s authenti-
cated instructions.

§ 225.10 Other agency practices and 
authorities. 

(a) Agency practices. Nothing in this 
part shall be construed as modifying 
the existing practices or duties of agen-
cies in handling bonds, except to the 
extent made necessary under the terms 
of this part by reason of the acceptance 
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